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would there always be some forms of capital within the state
which, as all experience has shown, would completely evade
taxation, but the same legal rate on various kinds of capital
would inevitably be a different actual rate. This is evident
when we consider the rate of interest. The rate of interest
varies with different kinds of capital, according to the security
of the investment, the length of the loan, the state of the
money market and a hundred other factors. In New York
state, for instance, during a single year the rate of interest
has varied from two and a half per cent on certain prime
bonds to a few hundred per cent on loanable capital in Wall
Street. A uniform rate of tax on capital would thus result in
very divergent actual rates on the interest or earnings of vari-
ous forms of capital. Hence, from whatever point of view
we regard it, a uniform tax on all capital is an impossibility.1
Bearing in mind, then, that a uniform tax on capital is
only an hypothesis, let us endeavor to ascertain its incidence.
The question, of course, can affect on^yth^^
As between them, itTs^la

tax on all capital must fall on the lender, that is, on the!
capitalist. There would be no way for him to shift the
burden. As it is not to be assumed that he would consume
his capital unproductively, he would attempt to reimburse
himself for the tax either by investing the capital in some
business or by lending it to some one else. If he invested it
in a business, the demand for loanable capital would decrease
as much as the supply, for he would simply be doing what
the borrower would otherwise have done. The rate of
interest would thus not rise. If he invested it in fixed
capital or land, the rate of interest would certainly not tend
to rise; for any large investment in fixed capital would simply
set free so much circulating capital, that is, the purchase
price of the fixed capital. Under either supposition, there-
fore, the tax could not be shifted.

There is one case, of course, in which the burden of the

1 Pantaleoni, Traslazione, p. 245, has called attention to this fact.    His whole
discussion on this point is very noteworthy.